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To:  The Honorable Donovan M. Dela Cruz, Chair;  

The Honorable Gilbert S.C. Keith-Agaran, Vice Chair; 
and Members of the Senate Committee on Ways and Means; 
 

From:  Rona M. Suzuki, Director 
  Department of Taxation 
 

Re: S.B. 3036, S.D. 1, Relating to Renewable Energy Technologies Tax Credits 
Date: Thursday, February 20, 2020 

Time: 10:35 P.M. 
Place:  Conference Room 211, State Capitol 

 
 The Department of Taxation (Department) appreciates the intent of S.B. 3036, S.D. 1, and 
offers the following comments. 
 

S.B. 3036, S.D. 1, amends section 235-12.5, Hawaii Revised Statutes (HRS), which governs 
the Renewable Energy Technologies Income Tax Credit (RETITC). It  amends the credit for solar 
energy systems so that notwithstanding any laws or subsequent amendments to the contrary, a 
power purchase agreement (PPA) approved by the Public Utilities Commission (PUC) prior to 
December 31, 2019 will be locked into the existing credit structure and shall continue to receive 
thirty-five per cent of the actual cost or the applicable cap amount of $500,000 per solar energy 
system in which each system has a total output capacity of at least one thousand kilowatts per 
system of direct current for commercial property, whichever is less. The measure is effective upon 
approval.   

 
The Department notes that the joint Committee on Energy, Economic Development, and 

Tourism and Commerce, Consumer Protection, and Health amended the previous version of this 
measure to add clarifying language to subsection (k). Although the Department appreciates the 
effort to bring clarity to administration of the RETITC, the Department notes that as written, this 
change to subsection (k) would modify the entirety of the statute to restrict all RETITC projects, 
not just commercial-grade solar energy projects contemplated by the changes to subsection (a). The 
intent behind the amendment is unclear; however, if the intent is to limit the general availability of 
the RETITC after a certain date, but allow for certain projects to contuse to claim the RETITC for a 
specified time after the general repeal, the Department suggests amending subsection (k) as follows: 

 
(k)   This section shall apply to eligible 

renewable energy technology systems that are installed 

and placed in service on or after July 1, 2009[ . ]  but 

before January 1, 20XX ;  provided that the credit under 

this section shall be available for a solar energy 
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system project on commercial property if the:  

(1)   Project has a power purchase agreement that 

is approved by a decision or order by the 

public ut ilities commission or has filed 

with, or is pending approval from, the 

public utilities commission prior to 

December  31, 2019 ;  and  

(2)   Solar energy system project is installed and 

placed in service on or before December 31, 

20XX. "  

 
Finally, the Department notes that allowing certain taxpayers to claim a past version of the 

credit essentially means that Department must administer two versions of the credit. Even if a small 
number of taxpayers would qualify for the grandfathering, the Department would need to maintain 
the previous version of the credit like it does with any other credit. As such, the Department 
respectfully requests that the grandfathering provision in section 235-12.5(a)(1), HRS, be amended 
so that the project is required to be installed and placed in service no more than two years after any 
amendment or general repeal of section 235-12.5, HRS, becomes effective. 
 

Thank you for the opportunity to provide comments. 
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Testimony of 
SCOTT J. GLENN, Chief Energy Officer 

 
before the 

SENATE COMMITTEE ON WAYS AND MEANS 
Thursday, February 20, 2020 

10:35 AM 
State Capitol, Conference Room 211 

 
Comments in consideration of 

SB 3036, SD1 
RELATING TO RENEWABLE ENERGY TECHNOLOGIES TAX CREDITS. 

 
 Chair Dela Cruz, Vice Chair Keith-Agaran, and Members of the Committee, the Hawaii 

State Energy Office (HSEO) provides comments on SB 3036, SD1, which amends Hawaii 

Revised Statutes (HRS), Section 235-12.5, subsection (a) to protect the availability of the tax 

credit for solar energy projects that have received approval from the Public Utilities Commission 

prior to December 31, 2019, and amends subsection (k) to limit the tax credit under HRS 

Section 235-12.5 to those projects which have either received approval from, filed with, or are 

pending approval from the Public Utilities Commission prior to December 31, 2019. 

 The HSEO defers to appropriate agencies regarding administration of the provisions 

contained in this bill. 

 HSEO notes that there have been several bills this session that propose to phase out or 

discontinue the renewable energy technologies income tax credit for commercial-scale projects, 

and appreciates the several approaches proposed to mitigate the potentially negative disruption 

caused by uncertainty of tax credits available for projects currently under development. 

HSEO agrees with the approach taken on page 4, lines 1-11, to avoid disruption of 

projects that are under contract to provide power at fixed prices, that included calculations 

based on the tax credit, under the competitive bidding framework.  

However, HSEO is concerned that the proposed amendment to subsection (k), on page 

5, lines 8-13, may eliminate tax credit eligibility more broadly than intended. 

Thank you for the opportunity to testify. 
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L E G I S L A T I V E    T A X    B I L L    S E R V I C E 

TAX FOUNDATION OF HAWAII 
126 Queen Street, Suite 304  Honolulu, Hawaii 96813  Tel. 536-4587 

 
 
SUBJECT:  INCOME, Grandfather Certain Renewable Energy Technologies Tax Credits 

BILL NUMBER:  SB 3036, SD-1 

INTRODUCED BY:  Senate Committees on Energy, Economic Development, and Tourism and 
Commerce, Consumer Protection, and Health 

EXECUTIVE SUMMARY: Provides that notwithstanding any law to the contrary or subsequent 
amendments to existing state renewable energy investment tax credits, a power purchase 
agreement approved by the public utilities commission prior to 12/31/2019 shall receive thirty-
five per cent of the actual cost or up to the applicable cap amount of $500,000 per solar energy 
system. 

SYNOPSIS:  Amends section 235-12.5(a), HRS, to insert a grandfather clause  to provide that 
notwithstanding any law to the contrary and any subsequent amendments to law, a power 
purchase agreement approved by a decision and order issued by the public utilities commission 
prior to December 31, 2019, shall continue to receive thirty-five per cent of the actual cost or 
$500,000 per solar energy system in which each system has a total output capacity of at least one 
thousand kilowatts per system of direct current. 

EFFECTIVE DATE:  Upon approval. 

STAFF COMMENTS:  This measure is designed to “grandfather” tax treatment for utility-scale 
renewable energy projects that were approved by the PUC in 2019 or earlier.  Given that such 
projects take a while to build and the law generally applied is the law in effect when the project 
is placed into service, measures like this one may be seen as necessary to protect against the risk 
that the credit amounts or caps will be changed while the project is being constructed. 

Digested 2/17/2020 
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Comments:  

NOTICE OF DECISION MAKING 

  

  

DATE: Thursday, February 20, 2020 
TIME: 10:35 A.M. 

PLACE: 

Conference Room 211 

State Capitol 

415 South Beretania Street 

  

    
    

  

Aloha Chair Dela Cruz, Vice Chair Keith-
Agaran, and members of the Committee 
on Ways and Means 
The Climate Protectors Coalition strongly 
supports SB3036 SD1! 

We are a new group inspired by the Mauna Kea Protectors but focused on reversing 

the climate crisis. As a tropical island State, Hawaii will be among the first places 
harmed by the global climate crisis, with more intense storms, loss of protective coral 
reefs, and rising sea levels. We must do all we can to reduce our carbon footprint and 
become at least carbon neutral as soon as possible. 

This bill is important for development of commercial utility-scale renewables because it 
would provide developers who have purchased power agreements approved by the 



Public Utilities Commission a measure of stability by continuing renewables tax credits. 
This bill is needed in order to meet our critical goals to combat the climate crisis. Please 
pass this bill. Mahalo! 
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TESTIMONY BEFORE THE SENATE COMMITTEE ON  

WAYS AND MEANS 
 

S.B. 3036, SD1 

Relating to Renewable Energy Technologies Tax Credits 

Thursday, February 20, 2020 
10:35 p.m. 

 State Capitol, Conference Room 211 

 
Rebecca Dayhuff Matsushima 

Director, Renewable Acquisition Division 
Hawaiian Electric Company, Inc. 

 
 
Dear Chair Dela Cruz, Vice Chair Keith-Agaran, and Members of the Committee,  

My name is Rebecca Dayhuff Matsushima and I am testifying on behalf of 

Hawaiian Electric Company, Inc. (Hawaiian Electric) with comments on S.B. 3036, 

SD1, Relating to Renewable Energy Technologies Tax Credits. 

S.B. 3036, SD1 proposes to amend Section 235-12.5(a) of the Hawaii Revised 

Statutes to clarify that, notwithstanding any law to the contrary or subsequent 

amendments to the state renewable energy tax credit law, a power purchase agreement 

approved by the Public Utilities Commission (PUC) prior to December 31, 2019 shall 

receive thirty-five per cent of the actual cost or up to the applicable cap amount of 

$500,000 per solar energy system.  Per the preamble of the bill, the purpose of this bill 

is to provide developers of utility scale renewable energy projects with certainty that the 

currently existing renewable energy tax credit will still apply to projects when they are 

ultimately completed if they were approved by the PUC prior to December 31, 2019.  

SD1 amends the language proposed for Subsection (a) of the tax credit statute for 

greater clarity and additionally proposes an amendment to Subsection (k) that specifies 
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that the tax credit will only be eligible to projects with a power purchase agreement that 

is either approved by a decision or order by the PUC or has filed with, or is pending 

approval from, the PUC prior to December 31, 2019.  This language effectively sunsets 

the tax credit for all projects, including single family, multi-family and commercial 

property, as of December 31, 2019.  

Hawaiian Electric notes that through a PUC-approved first phase of a request for 

proposals for variable renewable dispatchable generation, Hawaiian Electric executed 

power purchase agreements for eight utility-scale renewable energy projects (the 

“Phase 1 Projects”).  Seven of these projects would fall within the scope of this bill as 

amended by SD1, but the language in subsection (a)(1) still excludes one of the 

projects.  If the state renewable energy tax law changes, and these projects are not 

grandfathered, the success of these projects and the benefits they are expected to 

provide to customers of Hawaiian Electric may be lost.   

Hawaiian Electric therefore supports the overall concept of grandfathering as 

proposed by S.B. 3036, SD1, as the bill would reduce the risk to these projects and help 

ensure that the projects receive the tax credits contemplated by the parties involved.  

These projects were required to pass through the full value of the renewable energy 

technologies income tax credit to ratepayers in the form of lower power prices.  If the 

projects are unable to claim the tax credit, which they currently cannot secure until after 

project completion and reaching commercial operations, there is a risk that these 

projects may become uneconomical, unfinanceable, and ultimately, may not be 

developed.   

Hawaiian Electric supports changing the tax credit law to include a 

grandfathering provision, but suggests modifications to S.B. 3036, SD1 to (1) ensure 
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that all Phase 1 Projects are captured by the provision, (2) extend the grandfathering 

provision to other eligible utility scale projects, and (3) allow adjustments to the tax 

credit amount while still allowing for possible grandfathering of future projects.  As 

currently drafted, one of the eight Phase 1 Projects would be excluded from the 

grandfathering provision, as the power purchase agreement for that project has not yet 

been approved.  At a minimum, we believe the grandfathering provision should be 

revised to include this eighth project and respectfully suggest that the language in 

Subsection (a) be further amended to be inclusive of “all projects with a power purchase 

agreement that is either approved by a decision or order by the Public Utilities 

Commission or has filed with, or is pending approval from, the Commission prior to 

December 31, 2019”, instead of as currently drafted in subsection (a)(1) to only apply to 

projects “with a power purchase agreement approved by a decision and order issued by 

the public utilities commission prior to December 31, 2019.” 

It appears that the intent of the proposed revisions to Subsection (k) is to sunset 

the tax credit and disallow all future eligible renewable energy technology systems from 

claiming the tax credit.  If this is the intent, Hawaiian Electric opposes such a change, 

as the tax credit allows for the procurement of lower cost energy, which is needed if we 

are to reach our 100% renewable energy goals in a cost-effective manner.  Doing away 

with the tax credit for new projects will raise the cost of energy to our customers, 

primarily impacting those who do not have rooftop solar.   

The largest procurement of renewable energy in the State’s history is currently 

ongoing.  If developers are eligible for the tax credit, they will be required to pursue and 

remit the tax credit proceeds they receive to Hawaiian Electric, and Hawaiian Electric 

would pass such proceeds through to customers directly and without mark-up, resulting 
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in a reduction to customers’ electric bills.  If the tax credit were to be eliminated for 

future projects, these projects would be more costly.  We also note that tax credits for 

utility scale generation allow those that cannot afford rooftop solar or who live in a 

condo or rent the ability to benefit from low cost renewable energy.  However, the 

proposed amendment to subsection (k) goes further and would include all renewable 

energy systems including for single family, multi-family and other commercial properties 

that do not involve a power purchase agreement with the utility.   

Sunsetting the tax credit as of December 31, 2019 without a power purchase 

agreement pending before the PUC makes it unclear as to when the sunset for these 

residential and other commercial projects would occur.  It also leaves a gap of 

understanding for projects that would have been eligible to claim the tax credits 

between January 1, 2020 and the effective date of the amendment.  In addition, it raises 

a question as to whether projects that do not require PUC approval will be eligible to 

claim the tax credit.   

With respect to residential solar energy systems, Hawaiian Electric supports a 

sunset of the tax credits. Since residential income tax credits were intended to spur 

early adoption in a nascent industry, they have served their purpose now that Hawaii is 

leading the nation in customer adoption of rooftop solar.  Furthermore, to date, the 

segment of customers who have benefited from this tax credit are generally 

homeowners who are financially able to invest in a rooftop solar system. In the future, 

Distributed Energy Resources (DER) initiatives will focus on developing more attractive 

opportunities to customers who have not been able to readily participate in these 

offerings to date.  State residential tax credits also introduce some risk to the market in 

that there is the possibility that they could change in any given legislative session, which 
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causes instability and uncertainty in the Hawaii market.  Going forward in the new DER 

proceeding, rather than relying on residential tax credits, Hawaiian Electric plans to 

design new offerings that will be (1) economically compelling to customers, (2) factor in 

the decrease and/or absence of state and federal tax credits, and (3) fair and 

sustainable for all customers.  We therefore support a reasonable sunset date that 

would allow for homeowners and developers to plan accordingly and provide time to 

implement proposed new programs.  This date should be made clear in a future 

amendment. 

We therefore respectfully suggest that proposed Subsection (a) of Section 235-

12.5 of the Hawaii Revised Statutes be revised to align with the federal investment tax 

credit (ITC) in lieu of the proposed amendment to Subsection (k).  Under the federal ITC 

statute and related regulations, a developer is able to grandfather the tax credit at the 

credit amount in place at the time the developer spends 5% of the total project cost.  

This could lead to lower power purchase agreement pricing without locking the State 

into providing large tax credits indefinitely into the future, as it would provide the 

Legislature with flexibility to change tax credits applicable to future projects, but still 

allow a developer to know the amount of tax credits it is eligible to receive.   

Thank you for this opportunity to testify. 
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Hawaii Solar Energy Association  

Serving Hawaii Since 1977 

 
P.O. Box 37070 Honolulu, Hawaii 96837 
SOLAR HOTLINE (808)232-8371 

Thank you for the opportunity to testify.  
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SENATE COMMITTEE ON WAYS AND MEANS 

February 20, 2020, 10:35 a.m. 
(Testimony is 3 pages long) 

TESTIMONY IN OPPOSITION TO SB 3036 SD1 

Aloha Chair Dela Cruz and Members of the Committee: 

Hawaii PV Coalition respectfully OPPOSES SB 3036 SD1, eliminating the renewable 
energy tax credit except for projects that were approved by the Public Utilities 
Commission prior to December 31, 2019.  

This bill is particularly alarming because it (1) unconstitutionally tries to prohibit future 
Legislatures from passing legislation impacting the budget, and (2) it eliminates the tax 
credit this year, potentially retroactively pulling the credit from residents who relied upon 
it to purchase a renewable energy system. This type of retroactive legislation is bad 
policy and potentially exposes the state to unnecessary liability.  

Rooftop solar benefits all Hawaii residents. Since 2011, the average electric bill has 
dropped by over 15%, largely as a result of the wide-spread deployment of rooftop 
solar.  In state where the high cost of living is a foremost concern, HawaiiÕs renewable 1

energy income tax credit is an incredible success story. Hawaii residents, on average, see 
$30 to $40 more in their pocket per month because of rooftop solar. 

Adoption of utility-scale renewable energy resources has not similarly reduced the cost of 
living. Despite the overall reduction in the worldwide cost of oil and numerous new wind 
and utility-scale solar farms, the overall electricity rate Ñ the amount people pay for 

 See Hawaii Energy Facts & Figures at 5 (July 2019), available at https://energy.hawaii.gov/wp-1

content/uploads/2019/07/2019-FF_Final.pdf.
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electricity Ñ has stayed largely the same since 2011. Put another way: while utility-scale 2

renewable energy is important to HawaiiÕs energy and environmental goals, it has not yet 
and is unlikely in the near term to decrease the highest electrical rates in the country 
(more than 2-3 times the national average).  

HawaiiÕs renewable tax credit has empowered residents to install rooftop solar from Aiea 
to Wahiawa. One in three homes in Hawaii now has rooftop solar. It has become 
ubiquitous. In turn, rooftop solar has become the single largest contributor of renewable 
energy in Hawaii Ñ nearly 40% of all renewable energy in Hawaii now comes from 
rooftop solar.   

While the renewable energy tax credit could be weaned down over time, such a reduction 
must be coordinated with HawaiiÕs clean energy goals and be fair to the remaining 
residents who have not yet had a chance to adopt rooftop solar. This is particularly true of 
multifamily and affordable housing, where equity and fairness principles come into play 
as new technology comes online to address these types of units.  

Despite a great deal of progress, the goals of the renewable energy tax credit remain the 
same: 

HawaiiÕs dependence on petroleum for about ninety per cent of its energy 
needs is more than any other state in the nation. This makes the State 
extremely vulnerable to any oil embargo, supply disruption, international 
market dysfunction, and many other factors beyond the control of the 
State. Furthermore, the continued consumption of conventional petroleum 
fuel negatively impacts the environment. At the same time, Hawaii has 
among the most abundant renewable energy resources in the world, in the 
form of solar, geothermal, wind, biomass, and ocean energy assets.  

Act 240 (2006). Further Òincreased . . . use of renewable energy resources would increase 
HawaiiÕs energy self-sufficiency, achieving broad societal benefits, including increased 
energy security, resistance to increases in oil prices, environmental sustainability, 
economic development, and job creation.Ó Id.  

Hawaii residents strongly support more rooftop solar. A 2015 SMS poll demonstrated 
that 77% of Hawaii residents Òstrongly supportÓ and 20% Òsomewhat supportÓ more 
rooftop solar in Hawaii. Only 1 per cent Òsomewhat opposeÓ rand no one polled Òstrongly 
opposedÓ more rooftop solar. Few issues have ever resulted in such an unanimous 
concurrence among Hawaii residents. 

 In 2011, the average residential rate was $0.32 per kilowatt hour on Oahu. In 2018, the average 2

residential rate was $0.31 kWh. See id. 



Hawaii PV Coalition welcomes a discussion about the future of HawaiiÕs solar tax credit. 
Nonetheless, in light of the federal income tax credit step down, and the ambitious nature 
of HawaiiÕs clean energy goals, we propose taking this step in conjunction with a broader 
clean energy plan. We recommend this Committee direct DBEDT to conduct a study on 
how Hawaii can best achieve its 100% RPS with a nod towards related policy goals such 
as equity, average bill reduction, job stimulus, and economic development. 

Mahalo for the opportunity to submit these comments.  

The Hawaii PV Coalition was formed in 2005 to support the greater use and more rapid 
diffusion of solar electric applications across the state. Working with business owners, 
homeowners and local and national stakeholders in the PV industry, the Coalition has 
been active during the state legislative sessions supporting pro-PV and renewable energy 
bills and helping inform elected representatives about the benefits of Hawaii-based solar 
electric applications.
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tax credits are essential 
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Laura Gray Individual Support No 
 
 
Comments:  

This bill will ensure that there are good, stable financial reasons to invest in good green 
energy. People do not feel comfortable investing in infrastructure or products that could 
lose support from the very next administration. Do we really want to kill green energy in 
this state? We certainally have been doing that despite the fact that most people here 
support it. 
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Janet Pappas Individual Support No 
 
 
Comments:  

Dear Chair Dela Cruz and WAM members, 

I strongly support bill SB3036 SD1.  

Hawaii needs as many utility-level renewable energy projects as can be funded within 
the next ten years in order to reach our laudable State goal of 100% renewable 
energy. But without cost certainty, companies hesitate to initiate startups.  

We no longer have time to wait based on the heat, fires, floods and disasters 
experienced world wide in recent years. SB3036 SD1 guarantees developers and 
investors a certain amount or percentage of tax credit for each utility-grade renewable 
energy project. This will alleviate some of the financial uncertainty surrounding new 
projects and get more projects planned and out the door prior to 2030, a critical 
milestone in our quest to reduce global warming.  A side benefit of more renewable 
projects is lower energy prices for ratepayers. 

The tax credits will be paid back 10 times over in future years. Please support SB3036 
HD1. 

Thank you, 

Jan Pappas 

Aiea, Hawaii 
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Caroline Kunitake Individual Support No 
 
 
Comments:  

Dear Chair Dela Cruz and Members of the Commitee on Ways and Means, 

I am writing in support of SB3036 SD1. 

*This bill would guarantee a certain minimum dollar amount or percentage in a 
renewable energy tax credit. The guarantee will reassure developers and keep them 
involved in current projects. 

*Guaranteeing a certain tax credit on this specific type of project should make it easier 
and more financially comfortable for investors and developers to begin and complete 
future clean energy projects. 

*Hawaii needs as many zero-emissions energy projects as possible, especially large 
ones, to reach true 100% clean energy by 2030 or sooner. 2030 is the date we need to 
push for, not 2045. 

  

Please support this bill. 

Mahalo, 

Caroline Kunitake 
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John Nix Individual Support No 
 
 
Comments:  

Aloha All, 

Renewable energy projects require investors and developers, who only get involved if 
they make a certain amount of money from the project. Previous tax credit laws have 
made this amount predictable , and attracted both investors and developers. Newer 
laws threaten to change these amounts, which makes investors and developers uneasy 
about starting new projects. 

Dr.John and Debra Nix, Kihei 
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Lynn Aaberg Individual Support No 
 
 
Comments:  

Aloha Chair Dela Cruz and Members, 

I support SB3036 SD! and urge you to do the same.  We need to help fight the climate 
crisis, and consistent tax credits help with this.  Developer and investors need certainty 
in planning their projects and knowing what their tax credit is, and the tax credit will help 
lower our corbon emissions by supporting solar projects.  Please support this bill! 

Mahalo, 

Lynn Aaberg 
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Lori Nakamura-Higa Individual Support No 
 
 
Comments:  

Aloha!  Thank you for the opportunity to testify. 

     I strongly support SB3036 SD1 

Mahalo and kind regards 
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